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^‘What  measures  are  necessary  to  enforce  a management  of  joint  stock 
banks  less  injurious  to  the  public  than  the  present.’’ — J.  B.  Smith,  M.P. 


The  Fresident  of  the  Chamber  of  Commerce,  Manchester. 
SiR^ 

As  I cannot  admit  tliat  tlie  management  of  joint  stock 
bankSj  as  a whole,  has  been  injurious  to  the  public,  I must 
request  you  to  be  good  enough  to  consider  my  suggestions, 
such  as  they  are,  as  intended  to  assist  in  replying  to 
the  question  addressed  to  you  by  Mr.  Smith,  as  above, 
supposing  his  words  ^Uess  injurious  to  have  been  more 
beneficial.” 

It  can  be  shown,  I think,  that  joint  stock  banks  have 
very  largely  contributed  to  any  prosperity  to  which 
the  country  can  lay  claim  since  their  first  introduction, 
now  forty  years  ago ; and  the  great  good  which  they 
have  been  the  means  of  achieving  for  Scotland  and 
Ireland  no  one  ventures  to  gainsay.  While,  however,  the 
management  of  many  of  these  banks  has  been  such  as  to 
stamp  with  infamy  all  engaged  therein,  as  well  as  to  ruin 
thousands  of  confiding  shareholders,  the  creditor,  notwith- 
standing, in  almost  every  case  has  been  paid  in  full ; and 
in  that  greater  security  to  the  creditor,  this  system  of 
banking  is  held  to  be  superior  to  that  of  private  banking 
in  the  event  of  failure.  This,  and  a better  system  of 


2 


4 


bookkesping  (of  wkicli  private  bankers  have  long  since 
mostly  availed  themselves),  was  the  only  advantage  which 
the  nev ' banks  had  over  the  old  to  begin  with ; good  banking 
is  the  same  everywhere.  It  is  like  truth,  there  are  no 
two  kinds  of  it.  When  these  new  banks  began  to  be 
formed  in  England,  and  for  some  time  afterwards,  the 
private  bankers  were  disposed  to  look  upon  them  as  in- 
truders . All  that  has  passed  away,  however,  and  a black 
sheep  appearing  now-a-days,  on  either  side,  is  regarded  as 
a disgiace  to  both.  The  joint  stock  banks  have  become  a 
great  j ower  in  the  country,  and  they  are  likely  to  be,  more 
than  tlie  other,  an  increasing  power,  because — although  the 
private  banks  generally  maintain  a strong  position  in 
their  s everal  localities — the  large  amount  of  capital  which 
would  be  required  to  establish  a new  private  bank  in  the 
distric  is  where  they  may  be  most  required,  seems  to 
preveB  t capitalists  from  embarking  in  private  banking,  and 
conseo  uently  very  few  have  arisen  in  Enghind  during  the 
last  thirty  or  forty  years. 

Mai  y of  the  most  respectable  of  the  local  banks  through- 
out E igland  were  originally  private  banks,  and  numbers 
of  the  smallest  of  these  have  merged  into  and  become 
brandies  of  joint  stock  banks  from  time  to  time. 

I miy  here  explain  that  during  the  suspension  of  cash 
payments  from  1797  to  1819,  country  banks,  as  well  as  the 
Bank  of  England,  issued  one  pound  notes, — the  guinea  was 
then  arorth  £1.  7s., — and  the  note  having  lost  its  specie 
basis,  a five  pound  note  was  not  as  now  convertible  and 
worth  five  pounds,  but  only  about  three  pounds  ten 
shillirgs.  Note  issues  under  these*  circumstances  are 
alway  i in  excess.  During  this  period  the  failure  of  private 
banks  was  of  very  frequent  occurrence ; and  after  the  panic 
of  1825,  when  over  one  hundred  of  them  failed,  the 
prohil  ition  against  the  formation  of  banks  with  more  than 
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six  partners  was  withdrawn.  Then  came  to  be  founded 
in  England  that  system  of  banking  which,  for  more  than 
a century,  had  proved  in  every  way  most  successful  in 
Scotland;  and  whatever  measure  of  success  may  have 
attended  its  progress,  it  might  have  been  much  greater, 
particularly  as  there  was  from  the  very  first  ample  room 
for  more  banks,  owing  to  the  numerous  failures  that  had 
taken  place  among  the  private  banks,  as  well  as  from  the 
growing  trade  of  the  country.  The  money  panic  of  1825 
had  been  preceded  by,  as  usual,  good  times.  Several  years 
of  successful  trade  and  industry  had  filled  again  the  coffers 
which  were  exhausted  by  the  French  war ; money  became 
so  abundant  that  forty  or  fifty  millions  were  spent  in  foreign 
mining  and  in  foreign  loans,  in  addition  to  considerable 
investments  in  canals  and  other  improvements  at  home. 
This  excessive  expenditure  abroad  brought  about  the  usual 
results — a scarcity  of  money,  failures,  distrust,  panic,  and 
stagnation  in  trade,  accompanied  with  starvation,  more  or 
less,  for  the  workino^  classes  throughout  the  manufacturing 

o CD  <ry 

districts. 

The  disasters  that  befel  many  of  these  new  banks,  in  the 
course  of  a few  years  after  their  establishment,  might  have 
been  avoided  if  any  fair  amount  of  prudence  or  capacity 
had  been  exhibited  in  their  management.  The  more  com- 
petent class  of  banking  officials  did  not  seem  to  embark  to 
any  great  extent  in  the  new  undertakings  at  that  time,  any 
more  than  they  appear  to  have  done  in  those  of  the  last 
few  years.  * * :}c 

In  respect  of  the  note  circulation  of  the  Scotch  and  the 
Irish  banks,  it  will  be  seen  from  the  published  monthly 
circulation  returns  that  they  maintain  at  all  times  an 
amount  of  specie  greatly  in  excess  of  that  required  by 
the  Act,  the  banks  in  Scotland  keeping  on  hand  an 
amount  of  gold  exceeding  one  half  of  their  entire  circula- 
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tion,  an  1 tlie  banks  in  Ireland  more  than  a third.  They 
are  allo^sred  to  issue  their  own  notes  upon  gold  in  excess 
of  their  ixed  issues,  but  they  are  not  required  to  hold  more 
gold  th?m  will  cover  that  excess.  The  Bank  of  England 
was  allowed  to  issue  to  the  extent  of  fourteen  millions 
(since  increased  to  fifteen,  millions  by  lapsed  issues  of 
country  banks),  of  which  sum  eleven  millions  (£11,015,100) 
are  issued  on  the  security  of  the  debt  due  by  Government 
to  the  Dank,  and  the  remaining  three  millions  on  the 
security  of  exchequer  bills,  &c.  The  other  banks  of 
issue  in  England  (private  and  joint  stock)  cannot  issue 
their  o'vn  notes  beyond  the  limit  accorded  to  each. 
They  n ust  use  Bank  of  England  notes  or  gold  for  any- 
thing further.  The  power  thus  given  to  the  Bank  of 
Eno-land  to  increase  its  issues  upon  securities  instead  of 
upon  g lid  to  the  further  extent  of  the  issues  that  have 
lapsed,  and  may  yet  la.pse,  seems  to  be  an  error,  tending 
already  so  far  as  it  goes,  to  diminish  that  stock  of  specie 
which  c ur  capital  and  our  trade  with  all  the  world  require 
we  should  have  been  at  pains  rather  to  increase.  Indeed 
the  experience  of  all  the  panics  of  the  last  twenty  years, 
particuarly  of  that  from  which  we  now  suffer,  and  are  likely 
to  suffe  r for  some  time  to  come,  should  have  shown  us 
that  our  Bank  of  England  note  being  a legal  tender  is 
regarde  id  by  all  our  other  bankers  as  equal  to  gold,  and 
that  th  jrefore  the  duty  of  providing  gold  to  regulate  the 
foreigr  exchanges,  and  for  every  other  purpose,  is  thrown 
entivel  r upon  the  Bank  of  England.  This  surely  teaches 
that  tb  e bank  note  should  be  based  upon  gold  to  a much 
greate  r extent  than  it  is  at  present ; and  we  think  it  ivould 
he  cu  st?p  in  the  right  direction  if  country  hanhers,  who  have 
not  hiiherto  he^t  any  specie  reserves  whatever,  were  now  called 
uj)on  f 1 do  so,  to  an  extent  that  will  hear  some  fair  proportion 

to  thei^  circulation  and  deposits. 
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If  Sir  Bobert  Peel  could  have  foreseen  the  extent  tO' 
which  the  money  of  the  world  would  be  increased  in  the 
course  of  a few  years  by  the  gold  discoveries  of  California 
and  Australia,  ho  would,  we  think,  have  endeavoured  to 
arrange  for  some  considerable  enlargement  of  the  money 
basis  on  wBich  to  rest  our  note  circulation  and  our  floating 
wealth.  * * Excessive  issues  on  the  part  of  the  banks 

in  England,  Ireland,  or  Scotland,  do  not  and  cannot 
exist ; indeed,  by  the  regular  exchange  of  notes,  by  the 
use  of  bills  of  exchange,  cheques,  letters  of  credit,  and 
other  banking  expedients,  the  note  circulation  of  the  three 
kingdoms  in  the  hands  of  the  public  may  be  considered 
as  always  at  about  the  lowest  point. 

How  absurd,  it  is  said  by  a writer  quoted  by  Mr. 

Hankey,  to  expect  that  the  same  amount  of  circulating 
medium  can  discharge  the  required  duties  ’when  the  ex- 
ports and  imports  of  the  country  amount  to  two  hundred 
millions,  as  when  they  only  amounted  to  fifty  millions. 

The  Times  says  it  is  absurd,  no  doubt,  but  that  it  is  a fact, 
and  however  ridiculous  it  may  seem,  it  is  true,  that  the 
amount  of  the  notes  in  the  hands  of  the  public  in 

January,  1845,  was  £27,109,014  ; 

January,  1855,  was  £26,473,070  ; 

January,  1805,  was  £20,201,479  ; 
and  adds  that  there  is  no  reason  for  believing*  that  the 
amount  of  coin  in  circulation  bears  a greater  proportion  / 

now  to  bank  notes  than  it  did  in  1845. 

If  the  WTiter  referred  to  had  meant  by  circulating 
medium  coin  alone,  he  would  not  have  been  so  very  far 
vvrong.  The  amount  of  coin  in  circulation,  in  ordinary 
times  at  least,  must  now  be  considerably  more  than  it  was 
when  our  trade,  home  and  foreign,  was  on  the  more 
restricted  scale  indicated.  Still,  the  amount  held  in 
reserve  and  in  circulation  is  scarcely  ever  sufficient  to 
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steady  the  price  of  money  at  a moderate  rate  for  any 
length  of  time  together,  except,  perhaps,  after  a panic, 
when,  from  the  prostration  that  ensues,  money  becomes 
divertc  d away  from  the  natural  and  healthv  channels  of 

t/ 

industi'v  into  the  banks.  * * * * 

«/ 

It  m ay  seem  strange  that  the  note  circulation  of  Ireland 
should  so  much  exceed  that  of  Scotland — £6,186,663  against 
£4,400,331.  It  is  owing,  however,  no  doubt  in  a great 
measure  to  the  great  number  of  banks  throughout  Scotland, 
and  to  the  more  frequent  exchange  of  notes  that  takes 
place  letwecn  the  banks  in  consequence,  as  well  as  to  the 
circum  atance  of  the  Irish  agriculturists  being  a much  more 
numercais  class  than  those  of  Scotland,  and  who,  not 
keeping  banking  accounts  at  all  to  the  extent  which  the 
Scotch  farmers  do,  carry  about  with  them  to  fairs  and 
markets,  &c.,  notes  which  in  Scotland  would  much  sooner 
find  tieir  way  back  to  the  banks.  This  is  the  only  way 
we  can  account  for  the  note  circulation  of  Scotland  whose 
banking  operations  must  greatly  exceed  those  of  Ireland 
being  so  much  smaller;  and  some  similar  cause  no  doubt 
will  account  for  the  increased  amount  of  note  circulation 
which  we  find  in  some  of  the  agricultural  counties  in 
England  compared  with  others. 

The  ailures  of  joint  stock  banks  in  Ireland  and  Scot- 
land, \ ^hich  have  been  so  very  rare  in  comparison  with 
similar  disasters  in  England,  will  account  for  their  shares 
being  I eceived  with  greater  favour  and  held  with  greater 
confide  ice,  and  far  more  generally  by  the  public  than  in 
England.  Indeed,  so  far  as  the  Scotch  banks  are  con- 
cerned, their  stock  seems  to  be  held  by  all  classes  with  as 
much  confidence  as  Bank  of  England  stock,  and  the  same 
thing  nay  also  be  said,  we  believe,  of  most  of  the  joint 
stock  tanks  in  Ireland.  There  are  no  private  banks  in 
Scotland  ; Ireland  has  only  three, — which  are  non-issuing. 
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.and  all  in  Dublin.  Two  new  limited  banks  have  been 

* established  in  Ireland  within  the  last  two  or  three  years. 

Both  have  branches,  the  head  office  of  one  being  in  London, 

“the  other  in  Cork.  No  new  limited  banks  have  yet  been 
< established  in  Scotland,  but  if  banks  can  succeed  in  Ireland 
without  the  advantage  of  a note  circulation  of  their  own, 
they  could  no  doubt  do  so  in  Scotland,  especially  in  the 
larger  towns. 

The  Bank  of  Ireland  was  established  in  1783.  £2,630,000 
■ of  its  capital  of  £2,769,000  being  lent  to  Government,  it, 
like  the  Bank  of  England,  had  certain  privileges,  among 
avhieh  was  the  exclusion  of  banks  with  more  than  six 
'partners,  as  in  England.  It  had  no  branches  until  after 
the  establishment  of  the  Provincial  Bank  of  Ireland,  in 
1825. 

The  Agricultural  and  Commercial  Bank  and  the  Tip- 
'perary  banks  are  the  only  joint  stock  banks  that  have 
failed  in  Ireland,  we  think ; but  as  both  of  these  concerns 
- were  always  looked  upon  with  a certain  amount  of  distrust, 
their  opportunities  did  not  enable  them  to  indulge  the 
capacity  for  evil,  which  they  seemed  to  possess,  to  any  very 
full  extent,  and  the  amount  of  injury  they  inflicted  on  the 
public  was  soon  forgotten,  particularly  as  it  was  slight  in 

• comparison  to  that  from  which  Ireland  had  long  to  suffer 
through  the  failures  that  were  constantly  taking  place 
among  that  very  inferior  race  of  private  bankers  which 

. existed  in  the  country  previous  to  the  days  of  joint  stock  f 

banks. 

Scotland,  too,  has  had  of  late  years  to  suffer  the  disgrace, 
the  first  of  the  kind,  it  is  said,  for  more  than  a hundred 
years,  of  the  failure  of  two  of  its  great  banks,  viz.,  the 
Western  Bank  of  Scotland  and  the  Edinburgh  and  Glasgow 
Bank ; and  we  need  only  add  that  the  loss  and  ruin,  and 
.moral  depravity  which  a history  of  the  management  of  these 
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bank  3 reveals,  has  hardly  been  exceeded  by  the  very  worst 
of  tho  great  banking  frauds  of  England. 

It  aas  been  often  said  that  the  commercial  panics  which 
have  occurred  from  time  to  time  have  been  brought  about 
by  tt  e over  issues  of  the  Bank  of  England  and  the  other 
banks.  That  when  the  balance  of  trade  is  against  the- 
coumry,  whether  caused  by  excessive  importations  or 
undu3  investments  abroad,  the  circulation  ought  to  be 
imm(  diately  contracted ; and  thus  money  becoming  scarce, 
commodities  would  so  fall  in  price  as  to  make  it  more- 
advai  itageous  to  export  goods  than  gold,  and  in  this  way 
the  e Echanges  would  be  turned  in  our  favour  and  the  drain 
for  gold  stopped.  Now,  when  the  price  of  commodities 
has  I een  unduly  enhanced  by  speculation,  encouraged  not 
by  over  issues  which  cannot  take  place,  but  by  over 
advances  of  capital  on  the  part  of  bankers,  and  their 
neglect  of  a timely  reduction  of  securities,  this  remedy  no> 
doub  3 must  be  applied  to  some  extent ; but  it  becomes  a 
very  cruel  one  when,  to  effect  the  object  in  view,  interest 
must  be  carried  to  a rate  so  unnaturally  high  and  so  crush- 
ing t3  commerce  as  ten  per  cent. 

Su  Eobert  Peel,  by  the  Bank  Eestriction  Act  of  1844, 
inten  led  the  currency  to  be  acted  upon  by  an  export  of 
gold  in  a similar  manner  to  that  which  would  take  place  if 
the  c rculation  were  purely  metallic,  and  thus  the  conver- 
tibiliiy  of  the  note,  which  was  so  nearly  lost  in  1839, 
woul(  I be  secured.  He  had  seen,  and  the  world  at  large 
had  s een,  that  the  Bank  of  England  would  have  been  com- 
pelle(  I to  suspend  cash  payments  at  that  time,  its  specie 
being  down  to  under  three  millions,  had  it  not  been  for 
assistance  received  from  the  Bank  of  France.  Events 
since  then  have  shown  that,  except  for  this  much  maligned 
Act,  (5vils  far  more  serious  than  any  that  have  yet  occurred 
woulc . have  ensued. 


To  do  the  Act  full  justice  the  Bank  of  England  should 
act  more  firmly  and  steadily  in  regard  to  their  securities 
than  they  appear  to  do,  and  not  to  be  so  often  trying  how 
near  the  fire  it  is  possible  to  go  without  being  burned.  In 
place  of  charging  them  wfith  not  being  liberal  enough,  we 
are  inclined  to  blame  them  for  over-liberality,  with  in- 
creasing their  discounts  and  advances,  when  the  prudent 
course  would  be  to  be  letting  them  run  off  considerably. 
The  casual  withdrawal  of  a million  or  two  in  the  stock  of 
bullion  should  not  be  sufficient  to  cause  a reduction  of 
securities,  or  an  alteration  in  the  rate  of  discount ; neither 
should  an  increase  of  deposits,  or  bullion  to  that  extent, 
cause  securities  to  be  correspondingly  enlarged  and  the 
rate  lowered.  What  the  country  requires  is  more  steadi- 
ness on  the  part  of  the  Bank  of  England,  not  those  frequent 
changes  in  the  value  of  money  that  prevents  traders 
engaged  in  the  legitimate  operations  of  commerce  from 
making  any  calculations  as  to  the  future  upon  which  they 
can  rely,  and  forces  them  to  undertake  business  at  a ven- 
ture, or  allow  it  to  fall  more  and  more  into  the  hands  of 
those  who,  calling  themselves  merchants,  are  little  better 
than  adventurers. 

If  the  Bank  of  England  be  compelled  to  turn  the  penny 
so  closely  as  they  do,  in  order  to  earn  a proper  dividend 
for  the  proprietors  by  any  insufficient  remuneration  for  the 
management  of  the  public  debt,  &c.,  it  ought  to  be 
remedied.  The  Bank  of  England  is  an  institution  of 
whose  renown  the  country  is  proud,  and  for  generations 
Englishmen,  however  much  they  may  have  differed  in 
other  things,  have  always  agreed  that  if  anything  was 
^^as  good  as  the  Bank  of  England,^^  nothing  could  be 
better.  Although,  as  the  bank  of  the  State,  they  hold  a 
good  deal  of  the  public  as  well  as  private  money,  for  which, 
we  think  very  properly,  no  interest  is  allowed,  they  cannot 
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be  es;pecfcedj  even  wben  employing  their  funds  beyond 
prudent  limits,  to  pay  dividends  on  their  capital  (which 
amoi  ints  to  more  than  a half  of  their  whole  deposits)  equal 
to  tl  at  of  banks  whose  capital  is  not  more  than  a twentieth 
of  tl  eirs.  As  the  bank  of  the  Grovernment,  and  the  bank 
of  miny  independent  banks,  as  well  as  of  some  small  and 
very  dependent  ones,  it  is  most  important  that  the  Bank 
of  I ngland  should  continue  to  be  an  example  of  sound 
banl  :ing  to  all. 

It  must  not  be  said  that  they,  whatever  others  may  do, 
have  made  a practice  of  discounting  for  a limited  banking 
com  iany,  or  any  other  company,  bills  which  vjithout  the 
banl;-’s  endorsement  binding  the  shareholders  they  would 
have  declined.  In  the  case  ol  Barned’s  Bank,  however,  it 
seen.s  the  bank’s  endorsement  even  will  not  save  the 
creditors  from  loss,  as  beyond  the  £50  per  share,  now  all 
calle  d up,  for  which  the  shareholders  are  liable,  the  deposi- 
tors and  other  creditors  will  still  be  unpaid  to  the  extent 
of  n 3arly  a million.  The  Bank  of  England,  it  is  said,  are 
crec  itors  of  this  bank  for  a large  amount.  If  so,  the  public 
will  not  be  apt  to  sympathise  with  them  for  any  loss  they 
may  sustain  in  that  quarter,  particularly  as  they  will  sup- 
pose that  if  they  did  not  know  they  ought  to  have  known 
the  quality  of  the  bills  endorsed  over  to  them  by  Barned’s 
Bank.  Be  this  as  it  may,  we  wish  we  could  believe  that 
ban  iers  generally  were  as  careful  as  the  Bank  of  England 
is  to  reject  bills  that  they  know  could  not  represent  real 
business  transactions. 

The  public  have  seen  so  much  irregularity,  and  such 
utter  disregard  of  all  that  is  reputable  in  banking  in 
sorce  of  what  were  considered  its  higher  walks  of  late  years, 
thal  they  can  less  than  ever  afford  that  the  Bank  of  England 
should  be  open  to  the  slightest  suspicion  of  wrong-doing 
in  any  shape.  We  repeat  that  we  do  not  think  the  Bank; 
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of  England  encourages  doubtful  business  on  the  strength 
of  a bank  s endorsement  binding*  the  shareholders,  as  some 
bankers  and  brokers  do.  The  Leeds  Banking  Company  is 
one  case  among  many,  which  shows  the  length  to  which  a 
bank  maybe  allowed  to  go  by  such  facilities  for  years  after 
it  has  become  hopelessly  insolvent.  The  capital  of  this 
bank,  £110,000,  and  every  farthing  of  the  depositors’  money 
in  addition,  amounting  together  to  over  £700,000,  was  lost 
before  it  stopped  j and  this  amount,  if  not  more,  the  deluded 
shareholders,  to  the  utter  annihilation  of  almost  every  one 
of  them,  have  to  make  good.  W^hat  a shame  that  the 
manager  of  this  bank  could  float  bills  to  the  extent  of  two 
millions,  and  that  bankers  and  bill  brokers  would  continue 
to  discount  them,  knowing,  as  they  did,  how  glaringly 

worthless  they  mostly  were  without  the  shareholders  to 
fall  back  upon. 

The  following  is  an  estimate  of  the  paper  circulation  of 

the  country,  and  of  the  gold  and  silver  in  circulation  and 
on  hand : — 


Note  circulation  of  the  Bank  of  England  £'23,085  120 

Note  circulation  of  the  other  banks 15,731 156 

Total  note  circulation  of  the  United  Kingdom 38,816,276 

Cheques,  letters  of  credit,  &c 12,000,000 

Bills  of  exchange^ 21oioOoioOO 


£260,816,276 

Gold  coin  and  silver  in  circulation  in  the  United  Kingdom  £20,000,000 
Total  amount  of  gold  held  by  Bank  of  England  £19,125,417 
Deduct  for  amount  in  excess  of  fixed  issue 8,085,120 

11,(M0,297 

Gold  and  silver  held  by  the  Scotch  and  Irish  banks 6,160,994 

Gold  and  silver  held  by  English  joint  stock  and  private  banks  2,000,000 

£38,201,291 

* The  average  amount  of  bills  of  exchange  in  circulation  during  1839, 
according  to  the  estimate  of  the  late  Mr.  Leatham,  banker,  Wakefield  was 
£132,123,460. 
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Tlie  above  statement  shows  that  the  amount  of  money 
which,  we  usually  retain  at  home  (unemployed)  is  so  small 
as  vM  to  admit  of  even  a moderate  diminution,  without 
wfiiting  sevious  evils  upon  the  opevations  of  commerce. 
It  1 light  be  considered  sufficient  perhaps  to  carry  on 
busiaess  at  home,  and  a small  trade  abroad  without  incon- 
veni  3uce,  but  not  the  gigantic  trade  which  ours  has  become 
witl  all  the  world.  In  addition  to  this,  as  before  observed, 
our  money  really  bears  no  fair  proportion  to  the  floating 
capital  deposited  in  our  banhs.  Yfe  might  take  a lesson 
fron  France  in  these  matters.  They  are  said  to  be  not  so 
rich  as  we  are,  and  yet  they  retain  far  more  money. 
Altl  ough  in  point  of  trade  they  cannot  yet  compare  with 
us,  thev  seem  to  understand  better  than  we  do  the 
advantage  of  holding  a much  larger  amount  of  specie  in 
pro]  ortion  to  their  circulation  and  capital,  and  thus  their 
morey  market  is  steady  and  easy  when  outs  is  shahy  and 
all  ( ut  of  joint. 

The  exports  of  France  in  merchandise  in  1866  amounted 
in  value  to  about  one  hundred  and  thirty- two  millions,  and 
thei.’  imports  to  about  one  hundred  and  eighteen  millions. 
The  precious  metals  imported  by  France  irom  1861  to 
186 ) form  a total  of  one  hundred  and  forty-two  millions 
in  gold  and  silver,  and  those  exported  during  the  same 
period  to  one  hundred  and  sixteen  millions,  showing  a 
diffidence  of  twenty-six  millions  of  pounds  which  have 
rem  ained  in  the  country. 

'Me  shall  not  here  attempt  to  calculate  the  amount  of 
Bril  ish  capital  invested  abroad,  but  the  following  may  be 
taki  m as  an  estimate  of  the  floating  capital  entrusted  to 
our  banks,  and  certainly,  if  safely  loaned  out  by  them,  there 
is  s dll,  notwithstanding  our  late  excessive  expenditure  in 
fort  ign  and  colonial  loans,  and  in  foreign  adventures  of  all 
kin  is,  enough  (and  yet  it  should  have  been  more)  to  satisfy 
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all  reasonable  demands  for  banking  purposes  that  can  be 
made  against  it,  and  at  the  same  time  to  allow  of  large 
reserves  being  kept  on  hand. 


Nine  joint  stock  banks  in  London,  with  45 

branches 

110  joint  stock  banks  in  the  country,  with  897 

branches  

Bank  of  England  and  eleven  branches 

279  private  banks  in  London  and  the  country, 
and  branches 


Thirteen  joint  stock  banks  in  Scotland,  with  711 

branches  

Ten  joint  stock  banks  in  Ireland,  including 
Bank  of  Ireland  and  256  branches 


Add  note  circulation  of  the  three  kingdoms 


Capital. 

£6.066,260 

19,2.35,973 

14,553,000 


£39,855,233 

9,577,000 

6,077,405 

£55,509,033 


Deposits. 

£80,000,000 

1 15.000. 000 

24.000. 000 

170.000. 000 
£389,000,000 

70.000. 000 

24,000,000 

£483,000,000 

38,816,276 

£521,816,276 


According  to  the  above,  the  money  deposited  in  our 
banks  amounts  to  £483,000,000,  and  the  banks  are  further 
indebted  to  the  public  for  notes  in  circulation  to  the  extent 
of  over  £38,000,000,  in  addition  to  which  they  appear  to 
have  the  guidance  of  over  fifty-five  and  a half  millions  of 
capital,  omitting  any  estimate  of  the  capital  of  the  2/9 
private  banks.  The  wise  and  prudent  administration  of  this 
lai’cre  amount  of  accumulated  capital  is  a matter  of  the  very 
highest  importance,  not  only  to  those  to  whom  the  money 
belongs,  but  to  the  whole  community. 

Against  this  liability  of  the  banks  to  the  public  for 
upwards  altogether  of  five  hundred  and  seventy-seven 
millions,  there  does  not  seem  to  be  retained  a sufficient 
reserve  ^ and  to  guard  against  the  risk  and  inconvenience 
which  this  leads  to,  it  seems  to  be  necessary  that  some 
obligation  should  be  made  to  rest  both  upon  banks  which 
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do  no:  issue  notes  and  upon  banks  wkicb  do_,  to  hold  a 
certain  proportion  of  their  reserves  in  gold,  and  not  so 
exclusively  in  Bank  of  England  notes  as  hitherto.  At 
preset  t our  various  banks,  with  the  exception  of  those  of 
Scotia  ad  and  Ireland,  do  not  as  a rule  keep  more  gold  and 
silver  than  the  amount  likely  to  be  called  for  by  their  cus- 
tomer;. for  wages,  &c.  Anything  extra  which  they  may 
chanc(^  to  keep  on  hand  is  in  Bank  of  England  notes,  and, 
therefore,  when  any  demand  arises  for  gold,  they  are  com- 
pelled to  depend  upon  the  Bank  of  England  at  a time,  it 
may  be,  when  the  exchanges  being  against  the  country, 
such  damands  cannot  be  met  without  the  greatest  incon- 
venien  :e. 

The  Irish  banks,  as  well  as  the  Scotch,  maintain  at  all 
times  c.n  amount  of  specie  on  hand  equal  to  more  than  a 
half  of  the  whole  circulation  of  both  countries,  and  they 
hold,  n addition,  in  Government  securities,  exchequer 
bills,  <5;C.,  reserves  which  may  be  regarded  as  very  ample 
agains  i their  total  liabilities.  The  London  joint  stock 
banks  nostly  also  hold  large  reserves  in  cash  and  Govern- 
ment securities  against  their,  in  some  instances,  enormous 
liabilit  es.  The  paid-up  capital  of  several  of  these  banks 
is  evidently  very  much  too  small,  considering  the  extent 
of  thei.’  liabilities.  It  is  only  just  to  state,  however,  that 
there  is  good  ground  for  believing  that  the  very  large 
means  at  the  command  of  these  great  banks  do  not 
tempt  ^hem  to  embark  in  anything  alien  to  sound  banking, 
and  wl  erever  this  receives  any  proper  degree  of  attention, 
there  ii . never  anything  in  bankers^  risks  to  call  for  much 
uneasir  ess. 

We  mbjoin  an  abstract  showing  the  reserves  and  the 
position  generally  of  eight  of  the  principal  joint  stock 
banks  ( f London,  and  also  of  eight  of  the  principal  joint 
stock  b inks  established  in  Edinburgh  and  Glasgow. 
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LONDON. 

Cash, 

Government 

Capital.  Deposits,  &c.  Best.  Sorts.,  &c. 
London  & Westminster  Bank..£l,000,000  i‘22, 298,454  £478,017  £6,059,179 


Union  Bank  of  London 1,200,000  19,424,532  379,884  4,176,801 

Loudon  Joint  Stock  Bank  ...  1,080,000  18,764,578  346,563  2,211,769 

London  and  County  Bank  ...  750,000  12,750,974  267,469  3,326,304 

City  Bank  500,000  5,408,838  144,551  873,312 

Consolidated  Bank  650,000  3,675,790  82,000  592,675 

Alliance  Bank  1,000,000  1,636,156  71,013  462,502 

Imperial  Bank  448,940  1,234,706  64,984  241,695 


£6,628,940  £85,194,028  £1,834,481  £17,9,44237 


SCOTLAND. 

Gold, 

Deposits,  Government 

Capital.  Circultn.,  &c.  Best.  Serts.,  &c. 

Bank  of  Scotland £1,000,000  £7,902,289  £275,504  £2,844,553 

Boy al  Bank  of  Scotland 2,000,000  9,641,.527  353,687  3,772,740 

British  Linen  Company 1,000,000  8,158,427  300,000  3,099,933 

Commercial  Bank  of  Scotland.  1,000,000  8,731,471  309,<2o  3,136,288 

National  Bank  of  Scotland...  1,000,000  9,048,028  287,269  2,760,581 

Union  Bank  of  Scotland 1,000,000  9,325,001  213,700  2,304,743 

Clydesdale  Banking  Compny.  900,000  5,150,472  250,000  1,140,313 

City  of  Glasgow  Bank 870,000  6,161,374  180,000  1,854,882 


£8,770,000  £64,179,189  £2,163,885  £20,920,033 
^ * 


During  the  years  from  1863  to  1866  inclusive,  it  appears 
that  3,480  limited  liability  companies  were  established, 
with  a capital  of  seven  hundred  and  six  millions,  and  with 
shareholders  numbering  hundreds  of  thousands,  and,  in 
addition  thereto,  some  considerable  foreign  loans  were 
contracted,  besides  railway  and  various  other  investments 
in  India  and  the  colonies.  Fortunately  many  of  the  new 
schemes  collapsed  before  they  had  been  able  to  do  any 
very  serious  amount  of  mischief.  Euinous  as  most  of 
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these  schemes  have  proved^  those  of  them  whose  operations 
were  {.t  home  were  much  less  injurious  than  those  which 
took  c ur  money  away  to  he  squandered  abroad,  although 
the  re  suit,  so  far  as  the  shareholders  are  concerned,  may 
be  vei  y similar.  Among  the  foreign  schemes  there  were 
Angle  -Foreign  Banking,  Financial,  and  Trading  Associa- 
tions, connected  with  France,  Germany,  Sweden,  Norway, 
Denmark,  Italy,  Austria,  Eussia,  Turkey,  Egypt,  India, 
China,  Africa,  Canada,  United  States  of  America,  South 
Amer  ca,  Australia,  &c.  Many  of  the  undertakings  we 
took  Dn  hand  for  other  countries  they  could  and  would 
have  ( arried  out  themselves  without  our  aid  if  they  had 
been  j,t  all  feasible.  It  is  most  fortunate  that  the  career 
upon  • vhich  the  country  had  entered  got  checked  at  the 
time  :t  did,  and  that  through  the  aid  of  the  Winding-up 
Court  part,  at  least,  of  the  plunder  will  find  its  way  back. 
Altho^  igh  regular  professional  schemers  were  at  the  bottom 
of  mo!  ;t  of  the  new  schemes,  it  is  melancholy  to  find — and 
it  she  ws  the  extent  to  which  the  infatuation  of  the  times 
had  r(  ached — the  names  of  some  merchants  of  the  highest 
standi  ng  in  the  direction  of  financial  and  other  associations, 
which  from  their  purely  speculative  character,  could  not 
have  1 ad  much  chance  of  success,  even  if  they  had  been 
condu:ted  with  the  skill  which  these  merchants  bring  to 
bear  i:i  the  management  of  their  own  private  affairs.  In  a 
count]  y where,  up  to  the  extreme  point  of  prudence,  and 
somet  mes  beyond  it,  bankers  are  in  the  habit  of  making 
advanies  of  all  kinds,  with  and  without  security,  there 
canno ) be  much  safe  business  left  for  these  new  companies 
to  deal  with.  During  the  railway  mania  of  1845,  sundry 

Ifinanc  al  banks  were  established  in  Glasgow,  for  kindred 

purpo  >es  to  those  to  which  the  financial  associations  of 
Londc  n were  devoted,  and  they  all  failed  in  the  course  of 
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financial  associations  are  evidently  in  the  hands  of 
directors  of  character  and  standing,  it  is  to  be  hoped  (now 
that  numbers  of  the  more  doubtful  ones  have  been  swept 
away)  that  they  may  yet  achieve  some  measure  of  success. 

It  was  in  London  where  the  manufacture  of  limited  com- 
panies was  chiefly  carried  on,  and  there  too,  no  doubt,  are 
to  be  found  the  greatest  number  of  victims.  Those 
wretched  company-mongers,  who  have  been  permitted  to 
scourge  London  like  a second  plague,  do  not  seem  to  have 
found  many  dupes  in  the  country.  In  certain  districts  the 
great  additional  banking  facilities  promised  to  the  pro- 
vinces by  some  of  the  limited  banking  companies,  dating 
from  London,  did  attract  some  shareholders,  however,  who 
discovered  no  doubt  when  the  promised  branches  were  set 
up  amongst  them,  that  they  were  more  for  purposes  of 
borrowing  than  lending,  more  likely  to  need  assistance 
than  to  render  it. 

Connected  with  these  regular  company-mongers,  and 
associated  with  them  as  directors  in  some  of  their  most 
outlandish  schemes,  we  have  been  surprised  to  find  the- 
names  of  certain  gentlemen  who,  being  in  the  direction  of 
what  have  always  been  regarded  as  among  our  most 
respectable  banks,  could  not  afford,  one  would  have  thought, 
to  make  themselves  so  very  cheap.  So  it  is,  however,  as 
the  prospectuses  of  various  of  the  new  banks,  financial,  dis- 
count, mining,  and  other  associations,  abundantly  testify. 

Although  I am  well  aware  of  the  importance  of  the  ques- 
tion as  to  what  measures  may  be  necessary  to  restore 
public  confidence  to  our  railways,  banks,  and  various  other 
companies,  I have  no  hesitation  in  replying  that  a proper 
audit  of  accounts  would  restore  and  maintain  that  confi- 
dence; and,  it  may  be  added,  that  any  competent  accountant 
of  character  would  be  found  fully  qualified  for  the  office  of 
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I auditor,  providing  liis  appointment  was  altogether  inde- 

pend(  nt  of  the  directors  and  shareholders  of  the  company 
audit(  id,  and  that  he  was  responsible  to  the  Board  of  Trade 
for  tl  e due  discharge  of  the  duties  of  his  office.  The  audit 
of  su(  h officials  so  appointed  would  be  a sufficient  guarantee 
that  no  over  issue  of  debentures,  no  cooking  of  accounts, 
no  cl  urging  of  capital  instead  of  revenue,  or  any  other  of 
the  iiisdoings  which  the  London,  Chatham,  and  Dover, 
the  !?^orth  British,  and  other  companies  have  made  us 
acquainted  with,  would  ever  occur  again. 

W:  th  respect  to  bank  audit,  it  would  be  needful  that  the 
person  assuming  that  office  should  be  a sound  practical 
banker  of  experience,  and  that  he  also  should  hold  his 
appointment  subject  to  the  Board  of  Trade,  and  altogether 
independent  of  either  the  directors  or  shareholders.  A 
bank  audit  such  as  this  would  be  an  audit  on  which  direc- 
tors, shareholders,  depositors,  and  the  public  could  fully 
depei  id.  Without  taking  into  account  the  numerous  failures 
in  Ii  dia  and  the  colonies,  the  list  of  failed  joint  stock 
bank  5 at  home  is  a very  long  one,  and  the  loss  to  the  public 
may  3e  taken  as  exceeding  in  amount  the  paid-up  capital 
of  al  the  existing  joint  stock  banks.  It  has  been  seen 
that  1 he  system  of  audit  applicable  to  the  new  banks  and 
other  limited  liability  companies,  provided  for  by  the 
Com])anies’  Act  of  1862,  has  been  a complete  delusion, 
hund  ’eds  of  these  concerns  having  been  certified  by  such 
audit  to  be  all  right  when  they  were  all  wrong. 

If  before  Overend,  Gurney,  and  Co.,  and  Barned  and  Co. 
were  turned  over  to  limited  companies,  their  affairs  had 
been  subject  to  proper  banking  audit,  their  true  position 
woul  1 have  been  ascertained,  and  thus  the  country  would 
have  been  spared  the  disgrace  of  showing  that  its  laws 
■admi:  of  the  public  being  defrauded,  as  in  these  two  cases 


4 


19 


alone,  to  the  extent  of  more  than  five  millions,  with 
impunity. 

AYith  a system  of  audit  for  railways  such  as  wo  suggest, 
the  distrust  which  exists  in  respect  to  even  the  best  of 
these  undertakings  would  cease,  and  then  no  doubt  supplies 
of  money  for  all  necessary  purposes  connected  therewith 
would  be  forthcoming,  and  in  the  course  of  a few  years  we 
might  expect  to  see  our  railways  paying  greatly  more  than 
the  present  average  of  4 per  cent.  It  should  not  be  for- 
gotten that  the  money  expended  upon  our  railways  remains 
with  us.  It  changes  hands,  but  it  does  not  leave  the  country. 
It  remains  with  our  bankers,  available  as  before  for  the 
purposes  of  trade,  and  commerce,  and  agriculture.  Such 
works  give  employment  to  our  ever-increasing  population, 
and  the  circulation  of  the  monev  therebv  occasioned  in- 
creases  the  means  and  comforts  of  the  people  without 
lessening  the  floating  capital  of  the  nation,  as  foreign 
investments  do.  It  is  to  be  hoped,  therefore,  that  when 
next  the  country  becomes  spendthrift,  it  may  take  the 
direction  of  useful  improvements  at  home. 

As  regards  the  bank  audit  suggested,  we  may  add  that 
it  would  be  the  means  of  strengthening  the  lists  of  share- 
holders of  the  many  good  banks,  which  had  therein  been 
greatly  weakened  owing  to  the  misconduct  of  others ; and 
we  have  no  doubt  also,  that  although  such  audit  might  not 
be  compulsory  upon  private  bankers,  that'  most  of  them 
would  avail  themselves  of  it,  and  thus  be  able  to  show  that 
they  had  nothing  to  conceal. 

Such  audit  would  also  be  the  means  of  inducing  persons 
of  local  influence  and  standing  to  join  more  freely  in  the 
formation  of  new  joint  stock  banks  where  these  may  be 
required,  and  no  doubt  there  are  many  places  where 
additional  banking  capital  could  be  very  profitably  em- 
ployed, as  is  shown  by  the  very  large  dividends  which 
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me  sfc  of  tlie  banks  pay,  and  wbicb  we  believe  to  be  in  most 
cai  es  profits  honestly  earned  from  legitimate  banking, 
altliougb  we  know  that  the  Birmingham  Banking*  Company 
an  1 the  Leeds  Banking  Company  continued  to  pay  20  per 
cent,  up  to  the  very  last. 

The  banking  capital  employed  in  many  parts  of  England 
is  lot  nearly  so  large  as  it  ought  to  be,  and  the  consequence 
is  :hat  the  joint  stock  banks,  in  the  manufacturing  districts 
pa 'ticularly,  have  to  re-discount  too  largely.  The  private 
ba  iks  we  believe  do  not  re-discount.  It  is  not  accounted 
rej  pectable  by  them  to  raise  money  on  their  endorsement. 

The  banks  in  Scotland  pay  from  8 to  12  per  cent. 
Average  about  10  per  cent. 

The  banks  in  Ireland  pay  from  5 to  20  per  cent. 

The  joint  stock  banks  in  England  ])ay  from  10  to  30 
pe]-  cent. 

* * * * 

One  of  the  Scotch  banks  having  opeued  an  ofiice  for  busi- 
ness in  London,  which  has  proved  very  successful,  some  of 
th(!  others  are  preparing  to  follow,  it  seems,  and  some  of  the 
Sc  )tch  newspapers  are  recommending  them  to  open 
branches  in  the  provinces  as  w'ell.  Certainly,  if  England 
cannot,  or  will  not,  supply  a sufficiency  of  respectable  and 
soLd  banks  throughout  the  country,  Scotland  may  be  in- 
duced to  do  so,  in  order  to  share  in  the  large  profits  to  bo 
obi  ained  from  good  banking  in  England ; and  we  know  if 
the  y do  come  they  will  not  go  back,  far  less  disappear 
alt  )gether,  root  and  branch,  as  did  some  of  the  London 
lirr  ited  liability  banks,  which  opened  branches  not  only  in 
the  North  of  England,  but  in  Scotland  as  well. 

'N'e  have  endeavoured  to  show  that  the  Scotch  and  Irish 
bai  ks  hold  at  all  times  specie  and  other  reserves  sufficient 
to  provide  for  their  own  wants,  but  that  the  provincial 
hat  ks  in  England  do  not  do  so ; and  that,  therefore,  the 
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burden  of  providing  reserves  for  the  whole  country  is 
thrown  upon  the  Bank  of  England.  We,  therefore,  sug- 
gest that  all  banks  of  issue  should  be  required  to  hold  an 
amount  of  gold  and  silver  equal  to  one-third  of  their  circu- 
lation, and  only  in  the  event  of  some  unusual  withdrawal  of 
deposits,  as  well  as  a demand  for  cash,  shall  such  fixed 
amount  be  even  temporarily  diminished,  the  amount  of 
gold  held  to  be  published  with  the  usual  monthly  returns 
of  circulation. 

That  non-issuing  banks  should  also  be  required  to  hold 
a certain  amount  of  their  cash  reserves  in  coin,  say  one- 
third,  and  which  shall  at  all  times  be  maintained,  unless 
some  unusual  withdrawal  of  deposits  should  cause  a tem- 
porary reduction. 

That  the  deposits  of  the  London  bankers  with  the  Bank 
of  Eugland,  which  may  be  estimated  at  five  to  six  millions, 
shall  be  held  to  be  specie  deposits,  and  shall  be  distin- 
guished from  the  other  deposits  in  the  Bankas  weekly 
statement,  by  being  entered  as  bankers^  deposits,  gold.^^ 
This  need  occasion  no  alteration  in  the  Bank  account,  and 
can  be  effected  by  a simple  transfer  of  gold  to  the  amount 
of  these  deposits  from  the  issue  department.  These 
bullion  deposits  will  enable  London  bankers  to  meet  any 
demand  that  may  arise  from  their  correspondents  in  town 
and  country,  and  they  will  rise  and  fall  accordingly. 

I am,  sir, 

Your  faithful  servant, 

BANKER. 
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Printed  at  the  Guardian  Steam-Printing  Offices,  3,  Cross-street,  Hanchester. 


